By NED G. HOWENSTINE

Gross Product of U.S. Multinational Companies, 1977

ESI’BIATEE of groma product of
U.8. multinational companies (MNC's)
by induatry, country, and component
in 1977 are presented in tablea 1-5.
The estimates are based on data col-
lected in BEA'a most recent bench-
mark surwer of U.S. direct investment
sbroad.! Gross product is an sconomic
secounting measure of production.
MNC pross product messurex US,
parent companies’ contribution to
1.8, gross domestic product (GDP)
and their foreign affilistes’ contribu-
tion to foreign GDF. For a business,
grosa product can be deflned as sales
plus inventory change less purchasea
of Intermediate goods &nd asrvices; an
sach, grosa prodmct measures value
added by the buginess. Alternatively,
it can be defined as the sum of the
chargea against production. The MNC
astimates preaqnted hete were pre-
parad by summing such charges.

Tha MNC gross product estimates
cover nonbank TIS. parents that had
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at least one nonbank majority-owned
foreign affiliate (MOFA), and their
nonbank MOFA'a. Coverage is limited
to these parents end sifiliates be-
cause, in the benchmark survey, the
date needed to estimede gross product
were collected only for them.?

Eatimatas of MNC groas product
gre valuable in measuring tha overall
gize, economic impact, and distribu-
tion of MNC ¢perations among indus-
tries and countries. They also can be
vesd t0 analyze iBsues such as how
MNC productivity compares with that
of other hipeinesses and how the
income resulting from MNC produc-
tion is distributed hetween labor and
othex factors of production.

Some key findings hased on the
Eross product estimates ara:

& US. MNC grass product was
$651.7 billion in 1977, U.S. par
ente accounted for 76 percemt,
and their MOFA's for 26 percent,
of the total. The U.S. parent
thare was larger than that for
MOFA’a in every major industry
excepdt petroleam, where U.S. par-
entz accounted for 48 percent and
MOFA's for 54 percent.

® In manafacturing, .5 parenta
eccounted for 7% percent, and

£ MOFA's ware deilned in the benchmark survey na
alfilistzy that wece owned mare than 50 percent by all
1B, purwittd combined end that bad amets, malop, or
it Sncomn of ove than $3 mdlken in 1977, Coverage
af tha grom product estimates i the same a8 for dain
of “Group T afilistes and thelr pirintd in I8
Darect fnvastment Abroad, 1377, Howevar, some of the
Miuihhuﬂchdnm with thowa peaviously
publishied, bacaoss in the latlsr have

MOFA’s for 21 percent, of total
MNC gross product. The US
parent share wes largest in pri-
mary and fabricated metals (B8
percent) and smallest in nonelec-
trical machinery (70 percent).

& 1.5, parent grosa product totaled
5490.5 billion and accounted for
ona-third of all-U.S.-businass GDP
in 1977. Over threefifths of U.5.

parent grosa product waa in man-
uf) ing.

& MOFA grosa produst toteled
$161.1 billion. Affiliates in manu-
facturing and petroleum account-
od for the larpest ehares of the
total—44 and 28 percent, respec-
tively.

@ Two-thirds of MOFA grosa prod-
uct was in developed countries
and one-third in developing coun-
tries, Among individual countries,
the gross product of MOFA's in
Cangpda was by far the largest, ac-
countinz for over 1T percent of
the total.

& MOFA's accounted for particu-
larly large shares of total busi-
ness GDP in Canada and Libya—
17 percent in each. MOFA shares
were aleo large in Freland, Lux-
embourg, Indonesis, and Panama,

# From 1066 to 1977, MOFA gross
product grew sbout 15 percent

yegr. Growih was somewhat
faster in developing countries
than in developed countries—I1§

fText enndinaed on p. 28}
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Table 1.—Crom Produet of US. MNCs, by Industry of U.S. Parent, 1677
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Table 2=Grees Freduct of MOFA's, Country by Indwriry of Affilllais, 1877
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Tahla J={irnss Prodost of MOFA's, Indusiry of Affilkaia by Conntry, 1#7T
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percent compared with 15 per
cent.*

® By component, the shave of total
gross product accounted by em-
ployee compenaation waa larger,
and the shaves accountad for by
profitidype return and indirect
bueinesa taxem smaller, for 17.5
parents than for MOFA’s.

1. Theoe rotes wers computed alng unpublished w-

timates of MOFA grose product in 1958, the ysar cew-
ored by BEA': previcw benchmwark auzvey. The raton
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Owvurall, the MNC gross product es-
timatea are highly consistent concep-
tually with national income and prod-
uct account (NIPA) estimates of all-
US-business GDP. Exhibit A com-
pares the NIPA and MNC mathodolo-
giez and shows that the net effect of
the conceptual differences iz very
amall—$4.4 billion (line 22), or lemss
than one-half of 1 percent of all-U.S.-
bueinesa GDP.

The effect of conceptusl differencea

Februacy 1083

For MNC's, thess componemis are
compensation of emplovees, profit-
type return (PTR), net interest, indi-
rect business tazes, etc., and capital
consumption allowances (CCA) Per-
haps tha most important concepiual
difference betwean the MNC and the
corresponding NIFA  componenis
ariees becawse of differences in the
measurement of depreciation. NIPA
depreciation chavges are based on
Federal income tax returns; therefore,

are a h indicator of BOFA growth because . .
e roms produst estimebes from which, O Individual NIPA and MNC compo-  valuation of these chargen reflects ac-
ke Fated were valculubed differ samawhat in method- nents is, however, mote significant. counting practices under Internal
olagy FONATRRN.
Table 4.—Groe: Frodect of MOFA's Compared with Businese GDF for Belected Hoat Conmtrics, 1977
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Ravenne Service regulations ! MNC
depreclation charges, in contrast, are
drewn from eccounting recorde on
which annual reporta are based, and
mey hot conform to tax regulations.
This differance affects both PTR and
CCA. Although the sffects on these
two components cannet be goantified,
they are offsetting; thus, total gross
preduct ie not affected.®

NIPA and MNC groea product dats
disaggregated other than by compo-
nent also may not he as comparzble
a8 the tatals. Becanuge sourves of data
for the MNC and NIPA ostimates
differ, differences in timing, valoa-
tion, and induairy classification,

among others, could significently
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Table 5.—Gross Praduoct of 1.5, Perents and MOFA's, Industry by Component, 1977
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